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Preface

Nowadays, the patterns of the global supply and demand
for natural gas are subject to significant adjustments. The supply
of natural gas resources is further eased, market competition is
intensified, international trade methods become more flexible,
and prices continue to drop. Since the beginning of 2020, the
novel coronavirus (hereinafter referred to as “coronavirus”)
has spread, the world economy has declined, the volume of
international natural gas trade has shrunk, and prices have
fluctuated significantly. Presently, ensuring supply security and
stabilizing market consumptions have become the new focuses
of the global natural gas development.

2019 marks the 70" anniversary of the founding of the
People’s Republic of China, as well as the 5" anniversary of
the implementation of the new energy security strategy: “Four
Revolutions, One Cooperation”. All departments, localities,
and enterprises have conscientiously implemented the decisions
and deployments of the Party Central Committee and the
State Council. Remarkable achievements have been made by
vigorously enhancing the explorations and developments of oil

and gas, along with accelerating the construction of natural gas



production, supply, storage, and marketing systems. 2019 was
the year when the investment in exploration and development
was highest during the “13™ Five-Year Plan”, and 2019 was also
the year when reserves of natural gas along with its production
had increased substantially. The establishment of China Oil &
Gas Pipeline Network Corporation marks a critical milestone
of the reform of the oil and gas system by “managing the
middle and letting go of the two ends”. Facing the impact of the
coronavirus, all parties, taking the initiative, have made every
possible effort to ensure a stable and consistent supply of natural
gas, providing strong support for the prevention and control of
the epidemic and stable economic and social developments.
Centering on the strategy of the “Six Stability” and “Six
Protection”, the next steps to be taken are (1) to focus on the
construction of production, supply, storage, and marketing
system of natural gas, (2) to keep vigorously strengthening
the exploration of natural gas, (3) to speed up the reform of
pipeline networks, (4) to make up for the shortcomings of gas
storage capacities, and (5) to continue promoting high-quality

development of natural gas industry.
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1. Stable Development of Global Natural
Gas Industries in 2019°

In 2019, the global supply and demand of natural gas
continued to maintain an easing state, trade volumes grew
rapidly, terms in long-term agreement contracts became more
flexible, pricing methods became more diversified, and the
proportion of liquified natural gas spot goods was further
increased. China’s natural gas production, supply, storage,
and marketing system continued to improve. Remarkable
achievements have been made by enhancing the exploration
and development of natural gas. The construction of major
infrastructures such as pipelines and gas storage facilities has
been accelerated. The consumption scale of natural gas increases
continuously. The consumption of natural gas is effectively

guaranteed even during the winter peak periods.

@ The reserves, production, consumption and trade volume data in this chapter are mainly from the BP
Statistical Review of World Energy (2020). Data on the trade contract pricing and oil prices of liquified
natural gas is from IHS. The domestic natural gas reserves data are from the National Oil and Gas
Reserves Bulletin (2019) of the Ministry of Natural Resources. The domestic natural gas production data
comes from the National Bureau of Statistics and the National Development and Reform Commission.

The natural gas import data are from the General Administration of Customs.
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(1) Development Status of Natural Gas in the World

The production increased steadily, and the liquefaction
capacity increased rapidly. The exploration of natural gas
in the world has made a significant number of discoveries
and the sea areas remain the global hotspots for natural gas
discoveries. In 2019, the global discoveries on recoverable
natural gas reserves were 2.1 trillion cubic meters with about
71.0% of them distributed in the sea. As of the end of 2019,
the remaining global natural gas reserves were 198.8 trillion
cubic meters and the reserve-production ratio was 49.8. In
2019, the global production of natural gas was 3.99 trillion
cubic meters, the growth rate being 3.4% year-on-year, but
the growth rate dropped by 1.6 percentage points. Amongst
the global production of natural gas, gas production in North
America was 1128 billion cubic meters with a growth of 7.4%
year-on-year; natural gas production in the Middle East was
695.3 billion cubic meters with a growth of 2.1% year-on-year;
natural gas production in Russia-Central Asia was 846.5 billion
cubic meters with a growth of 1.9% year-on-year. The global
natural gas liquefaction capacity reached 433 million tons per
year with a growth of 9.5% year-on-year and the growth rate
increasing by 1.7 percentage points. 10 liquified natural gas

export terminal projects were added and a total of 11 production
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lines were put into operation, providing an additional capacity
of 37.81 million tons per year with a growth of 21.4% year-on-
year. The growth of global natural gas liquefaction capacity was
mainly contributed by the United States, Russia and Australia.
Particularly, the United States provided 59.8% of the growth of
global natural gas liquefaction capacity.

The growth rate of consumption has declined, and the
growth rate of North America and the Asia-Pacific region
has slowed down. In 2019, the global natural gas consumption,
accounting for 24.2% of the primary energy consumption,
was 3.93 trillion cubic meters with a growth of 2.0% year-on-
year, and the growth rate dropped by 3.3 percentage points. In
North America, the natural gas consumption was 1057.6 billion
cubic meters with an increase of 3.1% year-on-year. In the
United States, the consumption of natural gas was 846.6 billion
cubic meters with an increase of 3.3% year-on-year, but the
growth rate dropped by 7.5 percentage points. The dropping of
the growth rate was owed to warm winters slowing down the
growth of heating gas demands. In the Asia-Pacific region, the
consumption of natural gas was 869.9 billion cubic meters with
a growth of 4.7% year-on-year. In Japan, the consumption of
natural gas was 108.1 billion cubic meters with a decrease of

6.6% year-on-year. The nuclear power plant in Japan was re-
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put into operations, reducing the consumption of natural gas.
In Europe, the consumption of natural gas was 554.1 billion
cubic meters with a growth of 1.1% year-on-year. In Europe, the
price of coal increased by almost 70% and the price of natural
gas went down, making the power generation using natural gas
more economic. Hence, the demand for natural gas increased
significantly in Europe.

The trade volume has continued to grow, and the
liquified natural gas trade volume has rapidly increased. In
2019, the global trade volume of natural gas was 1.29 trillion
cubic meters with an increase of 4.1% year-on-year and the
trade volume accounted for 32.7% of the global natural gas
consumption with an increase of 0.6 percentage points. Among
the global trade volume of natural gas, the volume of pipeline
gas trade was 801.5 billion cubic meters with a decrease of
0.5% year-on-year; the volume of liquified natural gas trade
was 485.1 billion cubic meters with a growth of 12.7% year-
on-year. The global trade of liquified natural gas spot goods
accounted for 33.5% of the total liquified natural gas trade in
2019. The top five countries of liquified natural gas export
were Qatar (107.1 billion cubic meters), Australia (104.7 billion
cubic meters), the United States (47.5 billion cubic meters),

Russia (39.4 billion cubic meters), and Malaysia (35.1 billion
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cubic meters). In 2019, the total increase of liquified natural
gas exports was 54.5 billion cubic meters, with the United
States (increase by 18.9 billion cubic meters), Russia (increase
by 14.4 billion cubic meters), and Australia (increase by 12.9
billion cubic meters) ranking as the top three countries for
liquified natural gas export. The top three countries of liquified
natural gas import were Japan (105.5 billion cubic meters),
China (84.8 billion cubic meters), and South Korea (55.6 billion
cubic meters). The top three countries of a dramatic increase
of liquified natural gas import were China (11.3 billion cubic
meters), the United Kingdom (10.9 billion cubic meters), and
France (10.1 billion cubic meters).

The prices of natural gas remained low, and contract
forms have become more flexible. In 2019, due to the loose
supply and demand of natural gas, prices of natural gas
decreased globally. In the United States, the annual-average
price of natural gas was 2.53 USD per million British thermal
unit at the Henry Hub and the decrease is 19.0% year-on-year.
In the United Kingdom, the annual-average price was 4.45
USD per million British thermal unit at the National Balancing
Point and the decrease is 44.3% year-on-year. In Northeast
Asia, the annual-average price of the Long-term Association

was 9.43 USD per million British thermal unit and the decrease
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is 1.0% year-on-year; the annual-average of liquified natural
gas spot prices was 5.95 USD per million British thermal unit
and the decrease is 39.1% year-on-year. Among the contracts
executed in 2019, 18.5% of the contract volume was supplied
by suppliers in the resource pool mode, and nearly 90.0% of the

recent contracts in the globe had no restriction on destinations.

(2) Development Status of Natural Gas in China

The exploration and development of natural gas in
China were enhanced significantly, and the growth of both
reserves and production made historical records. In 2019,
334.8 billion RMB was invested nationally on the exploration
and development of oil and gas and the increase is 25.5% year-
on-year. Out of the 334.8 billion RMB, 82.1 billion RMB
was invested in the exploration, made a historical record.
With the exploration of conventional natural gas, a series of
significant discoveries have been made to add many new large-
scale reserves areas: such as the discoveries in the Sichuan
Basin, Ordos Basin, Tarim Basin, and other sea areas. Several
breakthroughs have been made on shale gas in Changning-
Weiyuan, Taiyang, and other blocks in the Sichuan Basin.
Moreover, with the exploration of natural gas, discoveries of
atmospheric shale gas have been made in the Nanchuan area.

1.58 trillion cubic meters of natural gas was discovered in the
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geological reserves in China, an increase of about 600 billion
cubic meters year-on-year, made a historical record. Amongst
the 1.58 trillion cubic meters of natural gas, 809.1 billion
cubic meters of natural gas came from the newly discovered
geological reserve of conventional natural gas, and 352.1 billion
cubic meters of natural gas came from the new reserves which
are technically recoverable. 764.4 billion cubic meters of shale
gas was added with the discoveries of geological reserves, and
183.8 billion cubic meters of shale gas came from the new
reserves which were technically recoverable. The national
production of natural gas (including unconventional natural gas)
was 177.3 billion cubic meters with an increase of 17.0 billion
cubic meters year-on-year, setting a historical record. Out of
177.3 billion cubic meters of natural gas, 152.7 billion cubic
meters was conventional gas production, 15.4 billion cubic
meters was shale gas production, 5.5 billion cubic meters was
coalbed methane production, and 3.68 billion cubic meters was
coal gas production.

Imports have grown steadily, and import sources and
subjects have become more diversified. In 2019, China

imported 96.56 million tons of natural gaso (equivalent to

@ Annual national import volumes and prices are based on the data from the General Administration of
Customs; import data by country and enterprises are obtained from the statistical database of IHS.



£5." (China Natural Gas Development Report (2020)

135.2 billion cubic meters) with an increase of 6.9% year-on-
year. In terms of the forms of import, 37.6% (36.31 million
tons, equivalent to 50.8 billion cubic meters®) of natural gas
was imported through pipelines and 62.4% of natural gas (60.25
million tons) was imported as liquified natural gas. The sources
of liquified natural gas import become much more diversified
with Australia being the largest source (29.1 million tons),
followed by Qatar (8.63 million tons), and then Malaysia (7.37
million tons). The proportion of liquified natural gas spot stock
continued to increase. 21.3 million tons of spot liquified natural
gas was imported, accounting for 35.4% of total liquified
natural gas imports. The market entities, importing natural
gas, increased in numbers. In addition to major oil and gas
enterprises, locally state-owned, private, and Hong Kong-funded
enterprises imported 4.41 million tons of liquified natural
gas, accounting for 7.3% of China’s total liquified natural gas
imports.

The layout of the natural gas infrastructure has been
further improved and the interconnections continue to
advance. By the end of 2019, China had built more than 87000
kilometers of mainline gas transmission pipes, with a primary

gas transmission ability of more than 350 billion cubic meters

@ The conversation factor is 1 ton=1400 cubic meters.
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per year. The completion and commission of the northern
section of the Eastern Route of China and Russia manifested that
oil and natural gas can be achieved through four major import
channels (the northeast channel, northwest channel, southwest
channel, and offshore channel). The multi-channel and multi-
gas supply patterns in northern areas continued to improve, and
the emergency gas supply ability was further enhanced. The
Guangzhou Station of the Second West-East Gas Pipeline has
completed the pressurization. Three compressor stations on the
fourth line of Shaanxi-Beijing were put into operation. The first
phase of the E’an-Cang pipeline was put into production. As of
the end of 2019, 27 underground gas storage reservoirs had been
built nationwide and the effective working ability reached 10.2
billion cubic meters, which represent a year-on-year increase of
more than 3 billion cubic meters.

The consumption scale of natural gas continued to
expand, but the growth rate slowed down. In 2019, the
apparent consumption of natural gas was 306.4 billion cubic
meters, which represents an increase of 8.6% year-on-year.
The consumption of natural gas accounted for 8.1% of the
primary energy consumption structure, with an increase of
0.3 percentage points year-on-year. From the perspective

of the structure of consumption, urban gas and industrial
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gas remained the main sources of natural gas consumption,
accounting for 37.2% and 35.0% of the total national
consumption, respectively. The growth rate of gas consumption
in chemical industries has rebounded and the growth rate of gas
consumption for power generation has declined in stages. In
perspectives of the regions of consumption, East China (annual
consumption of 89.7 billion cubic meters, accounting for 29.2%
of the national annual consumption) consumed most natural gas,
followed by North China (59.8 billion cubic meters), Northwest
China (39.6 billion cubic meters), and Southeast China (37.5
billion cubic meters). In perspectives of the consumption rates
by provinces, 13 provinces consumed more than 10 billion cubic
meters of natural gas. In particular, Jiangsu consumed more than
30 billion cubic meters, and two provinces (Guangdong and

Sichuan) both consumed more than 20 billion cubic meters.
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2. Acceleration of Reform Processes in
China’s Natural Gas Market in 2019

Since 2019, China has continued to promote the market-
oriented reform of natural gas. In the upstream, market access
has been released, the competitive transfer of mining rights has
been comprehensively promoted, and the vitality of exploration
and development has been stimulated. In the midstream, the
fair opening of infrastructure to third parties was promoted by
establishing a national oil and gas pipeline network company
and by separating the transportation and marketing. In the
downstream, the use of natural gas was expanded by deepening

the reform of natural gas pricing and reducing the tax and fees.

(1) Upstream Natural Gas Market Reform

The reforms of the upstream oil and gas market have
been deepened and the exploration and development of the
oil and gas market were orderly liberalized. To implement
the reform of the oil and gas system which was proposed by
the Party Central Committee and the State Council and to
vigorously improve the efforts of oil and gas exploration and

development, the policies were issued successively: Guiding
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Opinions on Promoting the Reform of the Property Rights
System of Natural Resources Assets in a Comprehensive Manner,
Special Administrative Measures for Foreign Investment
Access (Negative List) (2019), and Opinions on Promoting the
Reform of the Management of Ministry Resources (Trial). These
schemes opened the oil and gas exploration and exploitation
market, introduced social funds through multiple channels to
carry out oil and gas exploration and development, implemented
stricter block withdrawals, urged enterprises to increase their
exploration and development effort, integrated the oil and gas
exploration and production system to ensure at the institutional
level that enterprises can exploit the reserve right after the
discoveries, adjusted the 2-year renewal of prospecting rights to
a 5-year renewal to reduce the cost of enterprises and delegated
the registration and transfer of coalbed methane mining rights
to provincial natural resource authorities so as to mobilize
local enthusiasm. As of July 30, 2019, restrictions on foreign
investment in oil and gas exploration and development and other
fields were eased and restrictions on limiting the exploration and
development of oil and gas to joint companies and cooperation
were removed gradually. This upstream segment continued to
promote the Xinjiang pilot project, to push forward with the

construction of shale gas pilot testing zones in north Guizhou
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and south Sichuan, to establish a comprehensive demonstration
area for the exploration and development of shale gas in western
Hubei, to encourage the pilot reform in the South China Sea,
and to launch a comprehensive energy revolution reform pilot
project in Shanxi.

Improve the subsidy policy for unconventional natural
gas and encourage enterprises to accelerate the exploitation
of unconventional natural gas. The Supplementary Notice
on the “Temporary Measures on the Management of Special
Funds for Renewable Energy Development” clearly stated
that establishing special funds for the development of
renewable energy to support the exploitation and utilization
of unconventional natural gas such as coalbed methane (coal
methane), shale gas and tight gas. The entities that exceed
the output of the previous year were offered a cascade bonus
depending on the degree of excess. The entities that fail to
reach the output of the previous year, a deduction was applied
according to the degree of shortages. For the increase of
unconventional natural gas produced during the heating season,
the excess coefficient conversion is offered for the bonus,
according to the principle “More production in winter, more

subsidies in winter”.
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(2) Midstream Natural Gas Market Reform

Establish a national oil and gas pipeline network
company and promote the construction of a “nationwide
network”. By conscientiously implementing the spirit of the
Opinions on Deepening the Reform of the Oil and Natural Gas
System, the Implementation Opinions on the Reform of Oil
and Gas Pipeline Network Operating Mechanism, and other
documents, an oil and gas pipeline network company was
established with state-owned capital holdings and diversified
investment entities. The reform of systems and their mechanisms
was deepened, promulgating Measures for the Fair Opening of
Oil and Gas Pipeline Network Facilities, the realization of the
interconnection and fairness of infrastructures was accelerated,
and a fair and open information platform for oil and gas pipeline
network facilities was being built, and ensuring open and
transparent access to information and the environment of the
market operation was optimized. With the establishment of China
Oil & Gas Pipeline Network Corporation and the separation of
transportation and marketing of other types of long-distance
pipelines at various levels, it is conducive to the fair opening
of midstream infrastructure such as pipeline networks, to third-

party market entities. It is conducive to further accelerate the
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overall planning, construction and operation of the national oil
and gas trunk pipeline network, promoting the interconnection
of pipeline networks, and establishing a “national network™.
It is also conducive to further improve the efficiency of the
transportation and allocation of hydrocarbon resources and to
ensure a secure and stable supply of hydrocarbons.
Documents, such as Implementation Opinions on
Accelerating the Construction of the Capacity of Natural
Gas Reserve, were promulgated to further accelerate the
construction of gas storage infrastructures and to enhance
the reserve capacity of natural gas. The planning and
construction layout of gas storage facilities were optimized, and
areas with large peak-to-valley differences and rapid demand
growths were guided to appropriately raise construction targets.
The operation model of gas storage facilities was established
and improved, the independent operation was promoted, and
the investment recovery channels, such as pricing mechanisms
was further improved. The policy supports, from perspectives of
land, taxation, finance, investments and so on, were increased
to encourage enterprises to make up the shortcomings in the
construction of gas storage infrastructures, and to rapidly

promote the improvement of gas storage capacities.
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(3) Downstream Natural Gas Market Reform

Promote the use of natural gas for power generation and
accelerate the development of natural gas for transportation
purposes under local conditions and continue to play the
positive role of natural gas in the prevention and control of
air pollution. With the coordinated development in different
regions, different resource endowments, and different methods
of energy usage, the consumption of natural gas power general
projects was steadily promoted. By the end of 2019, the
installed capacity of natural gas power generation has exceeded
90 million kilowatts. Simultaneously, the 2020 Implementation
Plan for the Global Sulfur Restriction Order on Marine Fuel
and other documents, have accelerated the promotion and
application of low-sulfur fuel for ships. With the “Chinese
version of the sulfur restriction order” that came into effect on
January 1, 2020, liquified natural gas ships and liquified natural
gas heavy-duty trucks are expected to continue to develop.

With effective implementation of tax and fee reductions,
end-users earnestly enjoy the dividends of the reform. The
Notice on Adjusting the Prices of Natural Gas Base Stations
and other documents require that, based on the adjustment of

the value-added tax rate (the natural gas tax rate is reduced to
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9%), Considering the reduction of the value-added tax rate, the
prices of benchmark gas stations shall be adjusted according in
provinces, regions and cities to ensure that the dividend from
the reduction of the lower value-added tax rate was returned to
users. It is stipulated that the cost-profit margin of urban gas
project installation expenses shall not exceed 10% in principle,
thereby reducing the cost of gas for end-users, guiding the
transformation and upgrading of urban gas enterprises in high-
quality. In February 2020, a notice was issued to implement
the off-season price policy in advance to reduce the gas cost of
enterprises in stages within the framework of the current natural
gas price mechanism, implemented the off-season price policy

in advance to reduce the gas cost of enterprises in stages.

Special Column

Reform Policy for Upstream Natural Gas Marketization
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3. China’s Natural Gas Industry Rises
against the Trend in 2020

Since 2020, the outbreak of coronavirus has had a major
impact on China’s economic, societal and energy development.
Consequently, the growth rate of the demand for natural gas
has been suppressed significantly but still achieved a growth of
1.5% in the first half of year. 2020 is the closing year of the “13"
Five-Year Plan” as well as the planning year of the “14™ Five-
Year Plan”. The natural gas industry should continue to promote
the high-quality development of the industry in accordance with
the important deployment of the new energy security strategy of

“Four Revolutions, One Cooperation”.

(1)Review of Economic, Social, and Natural Gas
Industry Developments in the First Half of 2020

Energy security has been tested during the coronavirus,
and natural gas consumption in the first half of the year
achieved a positive year-on-year growth. In the first quarter,
China’s economic growth was —6.8% and the added value of
secondary and tertiary industries declined by 9.6% and 5.2%,

respectively. The economic growth in the first half of the year
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was —1.6% and the added value of the secondary and tertiary
industries fell by 1.9% and 1.6%, respectively. In the first
half of 2020, due to the combined impact of the epidemic and
the downward oil prices, the domestic oil and gas industry
faced shocks and challenges. All departments, localities and
enterprises have fully cooperated to win the battle against the
epidemic in the oil and gas sector, and to resolutely protect the
main battlefield against the epidemic and the national demand
for oil and gas. The construction of natural gas production,
supply, storage, and marketing systems is steadily progressing
with scientific decision-making, and resuming major
infrastructure projects such as the China-Russia Eastern Route
and interconnection projects in a solid and orderly manner.
Major projects such as the middle section of the Sino-Russian
Eastern Route are proceeding in an orderly manner according
to the established schedule. In the first half of 2020, natural gas
consumption still maintained a positive growth rate with a year-
on-year increase of about 1.5%. Factors driving the positive
growth of natural gas consumption include declining domestic
and foreign gas prices and increasing competitive natural gas
prices. Urban gas consumption has been less affected by the
epidemic and the heating season in some northern provinces

and cities have been extended. Since the second quarter, the
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economic recovery has been obvious, and the resumption of
work and production has led a steady rise in gas consumption
for the industry and power generation.

In the first half of 2020, China’s natural gas exploration
efforts remained basically unchanged while production
continued to grow strongly. Subject to new challenges and
difficulties brought about by the coronavirus in the first half of
2020, investment in oil and gas exploration and development
across the country have been generally stable, the amount
of exploration work has steadily increased, and important
discoveries have continued to be made in the Sichuan and Tarim
basins. Natural gas production was 94 billion cubic meters, with
year-on-year growth of 10.3%. Out of the overall production
of natural gas, conventional gas production was 82.3 billion
cubic meters, with year-on-year growth of about 8%, shale
gas production was 9.1 billion cubic meters, with year-on-year
growth of about 35%, and coalbed methane production was 2.6
billion cubic meters, with year-on-year growth of about 10%.
China’s natural gas production is expected to be 189 billion
cubic meters (excluding the gas produced from coal) in 2020,
with year-on-year growth of about 9%, maintaining a relatively
rapid growth overall.

In the first half of 2020, structural differences in the
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demand for natural gas were obvious. Firstly, the industrial
consumption of natural gas gradually recovered from a
negative growth rate to that of prior levels in 2019. Industrial
gas consumption was subject to certain impacts during the
early stages of the coronavirus outbreak. Then, the country
implemented policies such as the phased reduction of non-
resident gas prices in order to reduce the cost of gas for
enterprises, achieving a gradual recovery of the industrial gas
month by month. The cumulative gas consumption from January
to June returned to the same levels as that of 2019 during the
same period. Secondly, the urban consumption of natural gas
maintained stable growth. In the first quarter, driven by the
extension of the heating season in some northern provinces
and cities, the urban consumption of natural gas maintained a
steady growth. In the second quarter, the prevention and control
levels were lowered successively, the floating population
continued to increase, and shopping malls, restaurants, schools,
et cetera. gradually resumed operations. The public service
sector’s demand for natural gas significantly improved and
both together, promoted the first half of urban gas consumption
to increase by more than 10% year-on-year. Thirdly, the
consumption of natural gas for the power generation and the

chemical industry was relatively significantly affected by the
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epidemic and declined in the first half of 2020.

(2) Overview of China’s Natural Gas Development
in the Second Half of 2020

In the second half of 2020, facing the impact of the
coronavirus, the development of China’s natural gas
industry is facing challenges, however, the basic conditions
and supporting factors that drive the coordinated and stable
development of the natural gas industry have not changed.
The overall tone of the natural gas industry’s steady and
continuous development remains unchanged. Simultaneously,
the international supply and demand of natural gas are generally
loose, natural gas prices are fluctuating widely at low levels,
the domestic capacity to increase reserve discoveries and
production has increased significantly, and the ability to ensure
gas supply has been further enhanced. Institutional reforms
continue to deepen, and industrial policies continue to improve.
The emergence of new industries, new models and new business
formats spawned and promoted by the epidemic, have provided
favorable space for a faster development of natural gas. In the
second half of the year, we must always adhere to the goal-
and problem-oriented approach in order to ensure an efficient

and adequate supply of natural gas, and to ensure a successful
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conclusion of the “13" Five-Year Plan”.

The comprehensive forecast shows that the national
natural gas consumption in 2020 will be about 320 billion
cubic meters, an increase of about 13 billion cubic meters
from 2019. It is estimated that the new proven geological
reserves of natural gas (including unconventional gas) across
the country will be about 800 billion cubic meters; domestic
natural gas (including unconventional gas) will be 189 billion
cubic meters (excluding coal gas), an increase of about 9% year-
on-year and the overall rapid growth trend will be maintained.
The amount of natural gas imported will be about 140 billion
cubic meters which is basically unchanged compared to that of
2019 or slightly increased. It is estimated that 50 billion cubic
meters of pipeline gas will be imported and about 90 billion
cubic meters of liquified natural gas will be imported.

Based on domestic resources, the exploration and
development of natural gas will be promoted actively and
steadily, and effectively improving the capacity for stable
supply of natural gas. Focuses should be put on the expansion
of the four major oil and gas production bases in Sichuan,
Xinjiang, Ordos,and the sea areas, promoting a steady increase
in conventional natural gas production and rapid development

of unconventional natural gas. The first is to build a “dual
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enrichment gas” production base in the Sichuan Basin which is
an enrichment area for both conventional and unconventional
natural gas. By increasing the development of conventional
carbonate gas, tight gas, and shale gas, promoting the production
to increase continuously. The second is to build a “tight gas”
production base in the Ordos Basin. This will promote the
comprehensive exploration and development of a variety of
resources by increasing the intensity of tight gas development,
and improving the level of resource extraction. The third is to
build a “deep gas” production base in Xinjiang. The increase
of natural gas reserves and production can be prompted by
increasing the exploration and development of deep and ultra-
deep layers resources in the piedmont areas such as the Tarim
Basin. The fourth is to build a “deep-water gas” production base
in the seas. The development of natural gas in Bohai Sea will
be accelerated and the exploration and development of resources
in the deep waters of the Bohai Sea, the East China Sea, and
the northern South China Sea, will be strengthened to further
accelerate the pace of increasing reserves and production. The
overall coordination will be strengthened disposal classified,
and hierarchical management and control of natural gas mining
rights and exploration and development activities within the

ecological red line.
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Accelerate the construction of pipeline networks and
gas storage facilities to make up for the shortcomings in
natural gas interconnection and transmission capacity of key
regions, and promote the formation of a “national network”.
The expansion and construction of coastal liquified natural
gas receiving terminals will continue to advance, and channels
for overseas liquified natural gas resources will be further
expanded. China Oil & Gas Pipeline Network Corporation will
officially be put into operation, and the formation of a “national
network™ pipeline network layout will be accelerated. The
constructions of the middle and southern sections of the China-
Russian East Pipeline will be accelerated. The Qingning gas
transmission pipeline are expected to be put into operation,
so that the north-south deployment of natural gas resources
will be steadily enhanced. Multiple measures will be taken to
increase the storage capacity of natural gas. The upstream gas
supply companies and the national oil and gas pipeline network
company will have full responsibility for gas storage. Moreover,
the construction of key projects of gas storage bases and gas
storage facilities will also be accelerated. The coordination
mechanisms of the sea, land, and environmental assessment
for projects will be improved and conditions will be actively

created to promote the project constructions.
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The “14" Five-Year Plan” will be scientifically formulated
and both the reforms of institutional mechanisms and the
high-quality development of the natural gas industry will
continue to be promoted. Making an accurate assessment of the
international and domestic development situation, highlighting
people-centered development thinking, highlighting the use
of reforms and innovations to solve development problems,
focusing on the long-term development and considering the
bigger picture are ways that will scientifically compile the “14"
Five-Year Plan for Natural Gas Development”. In accordance
with the plan, the construction of major pipeline networks and
other projects will be accelerated to ensure that the pipeline
transportation capacity meets the needs of economic and social
development. Further promoting equitable opening of oil and
gas pipeline networks and improving the efficiency of their
usage. Continuing to unswervingly deepen reform of the oil and
gas system. This is to promote the reform of natural gas mining
rights and the innovation of the national oil and gas pipeline
network company’s operating mechanism as soon as possible
and achieve results so as to lay a solid foundation for the
establishment of a functioning and efficient natural gas market

system.
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Concluding Remarks

The coronavirus outbreak and political and economic
situations remain severe and complex, however, the
fundamentals for the sustained and stable development
of China’s natural gas remain unchanged. The factors for
supporting the high-quality development of natural gas are still
surging.

Standing at the historical crossroad of the “Two Centenary
Goal”, China will always adhere to the strategic goal of
“gradually cultivating natural gas into one of China’s main
energy sources”, and vigorously implement the Party Central
Committee’s “Six Stability” and “Six Protection” policy, as well
as all other decisions and deployments made for the natural gas
industry.

China will Ensure the completion of the main goals that are
established in the “13" Five-Year Plan” for natural gas, solidly
advance the drafting of the “14™ Five-Year Plan”, formulate
scientific goals and paths for natural gas development, and
building a comprehensive security system for the safe, stable,
and coordinated development of natural gas.

The China Natural Gas Development Report white paper
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has been published annually for five consecutive years. It
is expected that the publication of the China Natural Gas
Development Report (2020) will further inspire all sectors of the
community to significantly contribute ideas and thoughts to the
future development of natural gas.
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